THE CRASH
debts, with one exception,1 all turned out to be
bad.
With the bad example of the Federal Govern-
ment before them the American bankers con-
tinued the foolish policy of lavish lending.
Apparently they cared only whether their com-
missions were fat enough, and the stipulated rate
of interest high enough to be attractive, and not
at all whether the security was good and repay-
ment possible. American money was lent indis-
criminately, not only to the Allies, but to the
South Americans and to the Germans. It is hardly
credible that the bankers who issued these loans
could ever have read the clause in the Peace
Treaties which constituted Reparations (to an
unspecified amount) a first charge on all the assets
of the defeated countries.
This orgy of unsound lending went on till
1928, and ceased only because the American
investor became suspicious of these endless foreign
loans. But he merely transferred his reckless gam-
bling with borrowed money (which was encour-
aged by an unsound tax law exempting unrealized
1 Finland.
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